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independent Auditors' Report

Honorable Mayor, Members of
City Council and City Manager
City of Harbor Springs. Michigan

We have audited the accompanying finoncial staiements of the governmental activities, the business-
type activifies, the discretely presented component unit, edch major fund and the aggregaie remdaining
fund information of the City of Harbor Springs, Michigan [the Cily), as of ond for the year ended December
31,2005, which collectively comprise the City's basic financial statements as listedin the table of contents.
These financiol statements are the responsibility of the City's management, Qurresponsibility is 1o express
opinions on these financial statements based on owr audit.

we conducted our audit in accordance with auditing stondards generally accepiedin the United States
of America. Those standards require that we plan and periorm the audit to obtainreasonable assurance
about whether the financial staterments are free of material misstaiement. An audil includes examining,
on o test basis, evidence supporiing the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principtes used and significant estimates made by management, as
well a5 evaiuafing the overall financial siatement presentation. We believe that our audit provides o
reasonabie basis for our opinions.

In our opinion, the finoncial stofements referred o cbove present faily, in all material respects. the
respective financial pesition of the governmental aclivilies, the business-type aclivilies, the discretely
presenied component unit, each mojor fund and the aggregate remaining fund information of the City of
Harbor Springs, as of December 31, 2005, and the respective changes in financial posttion and cash flows,
where applicable, thereof for the year then ended in conformity with gccounfing principles generally
accepied in the United States of America.

The management's discussion and analysis and budgeiary comparison information, as fisted in the table of
contents, are not a required pan of the basic financicl statements but are supplemeniary information
required by accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of nquiries of management regarding the methods
of measurement and presentalion of the reguired suppiementary information. However, we did not audit
the intormation ang express no opinion on i,

Cur audit was conducted for the purpose of forming opinions on the financial statements thai coliectively
comprise the City of Harbor Springs' basic finoncial statements. The other supplemental informafion, as
listed in the table of conients, is presented for purpose of additional analysis and is not ¢ required part of
the basic financial siatemenis. Such information has been subjected 1o the auditing procedures applied
in the audit of the basic financial stotements and, in our opinion, is fairly stated in all material respecisin
relation 10 the basic financidl siatemenis faken as o whole.

ingt }%mﬂﬁwdﬂr.

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigan

[

923 Spring Street « PO. Box 695 = Petoskey, MI 49770 « 237-347-4136 + Fax: 231-347-4147 C-mail: stafframe@hs-co.com



City of Harbor Springs
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Harbor Springs, Michigan 49740-0678
Phape: (231)526-2104 Fax: (231)526-6865
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Fredanck W. Geudar, Cicy Managsr Jean Jardine, Mayor

Aanald B. McRaa, ClarkiCompialer/Traasurer Laura Kors, Mayor Pro-tem

Dan Branson, Chigf of Police Jamas Grogan, Council Marmbar
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MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the City of Harbor Springs, we offer readers of the City’s financial statements this
narrative overview and analysis of the financial activities of the City for the year ended December 31,
2005,

FINANCIAL HIGHLIGHTS:

QOur financial status improved during the last vear. Net assets for governmental activities total,
$6,098,143 at year-end, which reflects an increase of 465,945 from the previous year. Net assets for

business type activities total, $7,974,915 at vear-end, which reflects an increase of $146,098 from the
previous year.

(fovernmental activities expenses for the year were $1,680,192. These activities generated $177,514 in
charges for services as well as $217,246 in operating grants and contributions. Property taxes of
$1,197,911, transfers from business activities of $263,632, state-shared revenues of $141,132, interest

and investment earnings of $83,298 and other general revenues of $65,404 provided additional support
for the governmental activities.

Business activities operating revenue for the year was $4,981,612 and expenses were $4,674,775.
Interest earnings and capital contributions provided additional revenue of $102,893. Transfers to
governmental activities of $263,632 were made from net revenues and existing net agsets.

OVERVIEW OF THE FINANCIAL STATEMENTS:

This discusgion and analysis is intended to serve as an introduction to the City's basic financial
statements. The City's basic financial statements are compnsed of three components: 1) government
wide financial statements, 2) fund financial statements and 3) notes to the financial statements. This
report also contains other supplementary information in addition to the basic financial statements
themselves.

GOVERNMENT-WIDE FINANCIAL STATEMENTS:

The government-wide financial statements are designed to provide readers with & broad overview of
the City’s finances in a manner similar to a private-sector buginess,

The Statement of Net Assets presents information on all of the City's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether financial position of the City is improving or deteriorating.

The Statement of Activities presents information showing how the City's net assets changed during the
vear. All changes in net assets are reported when the underlying event giving rise to the change
oceurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in the future periods.



Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the City include general government and
administration, public safety, public works and recreation and cultural. The business activities of the
City include electric, water and sewer and waterfront operations.

FUND FINANCIAL STATEMENTS:

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. All of the funds of the City can be divided into two
categories — governmental funds and proprietary funds.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on current sources and uses of spendable
resources, as well as on balances of spendable resources available at the end of the year. Such
information may be useful in evaluating a government's near-term financing requirements.

The City maintains two types of proprietary funds. Enterprise funds are used to report the same
functions as business-type activities in the government-wide financial statements. Internal service
funds are an accounting device used to accumulate and allocate costs internally among the City's
various functions. The City uses its internal service fund to account for motor vehicle and equipment
usage. Because these services predominantly benefit governmental rather than business-type
functions, they have been included within governmental activities in the government-wide financial
statements.

FIDUCIARY FUNDS:

The City is a trustee or fiduciary for assets that are being held for the benefit of third parties. Since
these funds cannot be used to address activities or obligations of the City, these funds do not appear in
the government-wide financial statements.

NOTES TO THE FINANCIAL STATEMENTS:

The notes provide additional information which is essential to a full understanding of the data provided
i the government-wide and fund financial statements.



GOVERNMENT-WIDE FINANCIAL ANALYSIS:

The table below swmmarizes the City's net assets as of December 31, 2005:

CITY OF HARBOR SPRINGS' NET ASSETS
December 31, 2005

Governmental Aclivilies Business-type Activities Toial Pimary Govemment
2005 2004 2005 2004 2005 2004
Assets
Cumrent ond other assets $ 3134587 3 2998218 $ 433554 $ 4188917 § 7470128 % 7187135
Capilai ossets-net of accum. dep, 4,615,324 4,387.131 4,313,485 4,150.56% §.928,809 8,537,700
Total assets 774,811 7,385,349 8.445.026 8332486  $16398937 15,724,835
Llabiliies
Cumreni 214,452 196,702 478,287 284,189 692,739 480,891
Noncument 1,437,314 1,546,449 195,824 226,480 1,633,140 1772929
Total liabilities 1.65).768 ),743.15} &74111 510,669 2,325,879 2253820
Net Assels
Invested in copital ossets,
net of reloted debt 3,123,939 2792462 4,193,485 3.590.569 7.317.424 6,783.031
Restricted 31792 49,682 20,750 27.500 52,542 77,182
Unresticted 2942412 2.800.054 3,760,680 3.810,748 6,703,092 6,610,802
fotal net assets $ S098143  § 5642198 § 7974915 § 7.8288i7 314073058  $13.4710i5

At the end of the year, the City of Harbor Springs is able to report positive balances in all three
categories of net assets. The largest portion of the City's net assets is its investment in capital assets
(land, buildings, equipment, improvements, construction in progress and infrastructure), less any
related debt used to acquire thaose assets that is still outstanding.

The second portion of net assets, restricted net assets, represents resources that are subject to external
restrictions on how they may be used. This would include restrictions for the Police Department and
development fee payback. These restricted assets do not include those designated internally for specific
purposes by City Council. The City Council had designated $35,000 to pay the City's share of a
proposed Fire Station to be constructed at the Little Traverse Township Hall site during 2005, Another
$35,000 has been designated for this purpose in 2006.

The remaining portion of net assets, unrestricted net assets, may be used at the City’s discretion to

meet ongoing obligations as well as those amounts designated internally for specific purposes. The
proposed Fire Station is the only purpose for which the City Council has formally designated funds for.



The results for the City as a whole are reported in the Statement of Activities, which is summarized
below:

CITY OF HARBOR SPRINGS' CHANGE IN NET ASSETS
Year Ended December 31, 2005

Govemmental Activities Business-fype Activifies Total Pimary Govemment
2005 2004 2005 2004 2008 2004
Revenves
Program revenyss:
Chorges for services $ ONFISH % 172999 % 4981812 % 4295485 0§ 5159126 § 4448684
Operoling grants ond confributions 217246 270,831 - - 217246 270,831
Capital grants ond contrbutions - - 10,323 17,00} 10,323 17,007
General revenues: -
Property toxes 119791 1,127,371 - - 1,192,911 1,427,370
State-shared revenues 141132 119,014 - - 141,132 19014
Inferast and invesiment earnings 83,298 50944 92,570 53,420 175,868 104,386
Miscellaneous 65,404 24,719 - - 65,404 24,719
Total revenues 1,882,505 1,765.880 5,084,505 4386106 3 4967010 8,131,986
Expenses
General government 136,748 169,725 - - 136,748 149,725
Public safely 732193 638,396 - - 732193 658,374
Public works 476,909 557422 - - 476509 557 472
Recreation and culiural 230,243 204,722 - - 230,243 204,722
Other 31059 28179 - - 31,059 28179
interest on long-ferm debt 69,544 56,802 - - 69,544 56,802
Unallocated depreciation 13,494 148,523 - - 13,496 148,523
Electic - - 3211276 2,700,136 3,211,278 2700134
Waler ond sewef - - 1,078,626 1,102,644 1078626 1,102,644
Walerfront . - 384,873 426,108 384,873 428,108
Total expenses 1,690,192 1 823,767 4,674,775 4,223,888 6364967 6.052,657
Change in net assels
before fansters 192,313 {57889} 409,730 137.218 402,043 79,329
Transfers 263,632 242149 {263.632) 242,149
Change in net assels 455945 184,260 144098 {104,331 602,043 79,329
Net ossels-beginning of year 5,642,198 5,457,938 7828817 7933748 13471015 13,391,886
Nef assets-end of year $ 6098143 § 5442198 § 7974915 § 7828817 3 14073058 3 13471015

As reported above, the City incurred approximately $1.7 million in governmental expenses. These
expenses were funded primarily with property taxes (71%), operating grants and contributions (13%,
mostly from the State for streets), transfers from the Electric and Water and Sewer Funds (16%) and
charges for services (10%).

Business-type activities had an increase in net assets before transfers to governmental activities of
$409,730. Combined business-type and governmental activities net assets experienced a 4% increase
during the year.



FUND FINANCIAL ANALYSIS:

At the end of the year, the governmental funds reported a combined fund balance of $2,5613.440, which
was $90,384 higher than at the beginning of the year. The City did undertake street capital projects
during the year of approximately $170,000, paving State Street, improving the drainage on Third
Street as well as sidewalk construction at various locations. About $30,000 was also expended for the
Zoll Street Building project sprinkler system, leaving $61,078 in the capital project fund for completion
of this project which includes the city hall and police depariment facility.

The proprietary funds net assets also increased $146,098 to $7,974,915. The Electric Fund generated
income before transfers and capital contributions of $414,925 while the Water and Sewer Fund
incurred a $74,165 loss before transfers and the Waterfront Fund had income of $58,637.

General Fund budgetary highlights are that the actual results varied slightly from the budgetary plan.
An unreserved ending fund balance of $1,139,100 was budgeted. The ending unreserved fund balance
actually was $1,285,389, The schedule presented as required supplementary information indicates an
actual ending fund balance of $1,370,891, which includes amounts reserved for inventories, prepaid
expenditures and police department. Overall expenditures were less than budgeted. An amount of
$35,000 was budgeted as an expenditure for the City’s share of a proposed fire station. No actual
expenditure was made for this purposed during the year. It is considered to be internally designated for
this purpose in the future.

CAPITAL ASSET AND LONG TERM-DEBT ACTIVITY:

At the end of the vear the capital assets, net of accumulated depreciation and long-term debt were:

Capital Assets

Governmental Activities: 4,615,324
Business Type Activities: § 4,313,485

Long term Debt

Governmental Activities: $1,437,316
Business Type Activities: $195,824

Major capital activity during the year included major and local street projects, additional work on the
Zoll Street Building project, electric utility transmission line right acquisitions and work at the
Waterfront on the docks.

There was no major debt activity during the vear. Existing debt payments were made timely.
KNOWN FACTORS AFFECTING FUTURE OPERATIONS:

The spread between the millage rate levied by the City and the maximum millage rate permitted under
the Headlee Amendment is shrinking. In order to maintain the current level of services provided
through the General Fund, the City may need to look at alternative revenue sources or a override of the
Headlee Amendment. The other alternative would be a reduction in services and/or personnel.

The City has approved and is undertaking an electric rate study to determine whether the electric
utility rates are sufficient to meet needed revenues and to determine that rates are equitably
distributed among users. The City also intends to do a water and sewer rate study using internal
resources.



The City is a member of the Harbor Springs Area Fire Authority. The Authority is planning io
construct a satellite station, and the City has budgeted $35,000 per year in the 2005 and 2006 budgets
to be reserved for the City's contribution. An additional amount may be budgeted in 2007 (not likely to
be a full $35,000). Following construction of the satellite station, fire department operations will
increase somewhat to operate the second station, but the City's historic share of operating costs will be
about 25% of the increase.

The City undertakes an informal annual review of street conditions in order to determine street repair
and reconstruction priorities, It appears that Pine Street between Arbor and Hoyt Streets is in need of
major reconstruction, including some water and sewer repairs in addition to the street itself. Total
costs could exceed $500,000, which would be funded by street funds and water and sewer funds. The
City may also consider a sidewalk along that route, which would substantially increase the cost, and
would also be funded by street funds.

The City annually reviews its major equipment needs. In July of 2006, administration was authorized
to purchase a bucket truck for use by the Electric Department, at a cost of about $133,000. The
Tquipment Fund has adequate funda available for this purchase; delivery of the truck is expected in
early 2007. The City will pay for the chassis upon delivery of the chassis to the vendor (approx.
$560,000).

REQUEST FOR INFORMATION:
This financial report is designed to present users with a general overview of the City's finances and to
demonstrate the entity's accountability for the revenues it receives. Questions concerning any of the

information provided in this report or requests for additional financial information should be directed
to the City Clerk’s office, City of Harbor Springs.

vi



CITY OF HARBOR SPRINGS
Statement of Net Assets
December 31, 2005

Aclivities Aclvities Total
Assets
Current Assets
Cash 3 2.666,68% $ 2911454 § 5578143
Investments 75,264 - 75,264
Receivables:

Accounts 2,690 776,095 778,785

Interest 29,016 32,245 61,26)
Due from fiduciary funags 74,150 2,239 76,389
Due jto) from other funds {3,282} 3,282 -
Due from other govemmenial units 203,595 - 203,595
Inveniornes 15,342 328,700 344,042
Prepaid expenses 49,667 23.727 73394

Total current assets 3,113,131 4077742 7,190,873
Noncurrent Assets
Restnicied gssets:

Customer deposits - 115,824 115824

Bond covenants - 59,683 59,683
MPPA working copital advance - 82,292 82,292
Deferred chorges 21,456 - 21,456
Capilal assets 2.400,149 8.605,890 18,006,039
Less: accumulated depreciation {4,784,825} {4,292.405) 2,077,230}

Total noncurrent assels 4,636,780 4,571,284 9,208,064
Total assets 3 774991} 3 8449026 3 16398937
Liabliitles and Net Assets
Current Llabllities
Accounts payable % 38,354 $ 358873 % 397,227
Accrued expensas 33,123 46,998 80121
Due to other govemmental unils 24,246 32416 58,662
Accrued interest 2,161 - 2,161
Payable from restricted assels: - - -
Current porlion of bonds poyable - 40,000 40,000
Bonds payable, due within one year 107,548 - 107,548
Total current liabilities 214,452 478,287 §92.73%
Noncurrent Liabliities
Poyable from restricied assets:

Customer deposits - 115,824 115,824
Compensated absences payable 32,043 - 32.043
Bonds poyable, net 1,405,273 80,000 1,485.273

Totol noncument ligbilities 1,437,314 195,824 1,633.140
Total Hokilities 1,651,768 674,111 2,325,879
Net Assets
Invested in capital assets, net of related debt 3,123,939 4,193,485 7.317.424
Restricted for:

Police department 31,792 - 31,792

Development fee payback - 20,750 20.750
Unrestricted 2,942,412 3,760,680 6.703.092

Total net assels 6,098,143 7974215 14,073,058
Totod fiokilities and net assets $ 7749911 § B8.649026 3 16398937

See accompanying notes to the basic financial statements.

Governmenial

Business-Type
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Assets

Cash
Invesiments
Receivables:
Accounts
Accrued interest
Due from other funds
Due from other governmental units
lnventories
Prepaid expenditures

Total assets

Liabilitles and Fund Balances

Llablities
Accounts payable
Accrued expenditures
Due io other funds
Due to other governmeriol unifs

Totod liabilities
Fund balances
Reserved for:
inventories ond prepaids
Police depariment
Unreserved

Total fund balances

Total liabilities and fund balancas

CITY OF HARBOR SPRINGS
Balance Sheet
Governmental Funds
December 31, 2005

Other

Nonmojor Total
Major Local Governmental  Governmental

General Street Sireat Funds Fundls
% 1,133.314 $ 55931 $ 8480907 $ 110348 $  2.140.500
- - - 75264 75.264
219 - - - 219
13.627 240 7.511 1,044 23122
74,150 816 - - 74,766
169,713 27,291 6,591 - 203,595
7791 - - 7.551 15,342
45,919 271 135 292 46,617
$ 1,444,733 3 85049 § 875144 $ 194,499 $ 2,599,425
% 19,487 $ 332 $ 2,223 $ 5,802 $ 27,844
26,896 644 321 227 28,088
1,213 1,042 1,552 - 3.807
26,246 - - 26.24%
73,842 2018 4,096 6,029 §5.985
53.710 271 135 7.843 61,959
31,792 - - - 31,792
1.285,38% 82740 870213 180,627 2,419,689
1,370,891 83,03! 871,048 188,470 2,513.440
$ 1,444,733 $ 85049 $ B75144 $ 194,499 $ 2,599,425

See goccompanying noles to the basic financial stalements,

4



CITY OF HARBOR SPRINGS
Reconciliation of Governmental Funds Balance Sheet to the
Statement of Net Assets
December 31, 2005

Total Fund Balance - Governmental Funds % 2,513,440

Amounis reported for governmental octivities in the stotement of net assets
are different becouse:

Governmenta} funds report capital outlays as expendilures. However,
in the statement of net assets, these assets are capitalized and deprecialed
over their estimated useful lives. Includes capitol assets of Internal Service Fund.

Governmental capital assets 2,400,149
Accumulated depreciation (4,784,825}

Governmental funds report interest when due, whereas in ihe statemeni
of net assels, inferast is accrued on outstanding bonds. (9.161)

Long-term liabilities, including bonds payable, are not due and payable
in the current period and therefore are not reported in the governmentai
funds. Includes Internal! Service Fund.

Governmentol bonds poyoble (1.512,841)
Compensated absences {32,043}

Internal service funds ore used to charge costs of certain aclivities,
such as roteor vehicle usage, 1o various departments within the City.
The assets and liabifities of the Internal Service Fund are included
in government activities in the statement of net assets.

internal Service Fund balances not included in ¢ther reconciling items:

Current assets 517.604
Cefered charges 21.456
Accounts payable, accrued expenses and
due to other funds {15,636}
Net Assets of Governmental Activities $ 6,098,143

See accompanying notes to the basic financial staternenis. 5



CITY OF HARBOR SPRINGS

Statement of Revenues, Expendliures, and Changes In Fund Balances

Governmental Funds

For the Year Ended December 31, 2005

Other
Nonmagjor Total
Moaojor Local Governmental  Governmental
Genero! Street Street Funds Funds
Revenues
Taxes $ 1197910 % - 3 - 3 - $ 1,197,911
Licenses and permits 16,981 - - 16,981
State grants 141,132 140,830 50,885 - 332,847
Charges for services 155,468 - - 2,302 157.770
Fines ond forfeits 2763 - - - 2,763
interest and invesiment earnings 36,840 2,978 22,193 6,173 68,184
Other 34,158 - 4,470 1,589 42,217
Tetal revenues 1,587,253 143,808 77.548 10,064 1,818,673
Expenditures
Current:
General government 234,806 - - - 234.806
Public safety 736,835 - - 2178 739,013
Public works 278,591 204,343 164,447 - 647,381
Recreation and cultural 208,227 - - 22,016 230,243
Other 31,059 - - - 31,059
Copital outiay - - 35,787 35,787
Total expenditures 1,489,518 204,343 164,447 59,981 1,918,289
Excess (deficiency) of revenues
cver expenditures 97,735 |60.535) {86.899) (49.917) [97,616)
Cther financing sources (uses)
Coperating transfers in 190,000 - 150,000 27.100 367,100
QOperating transfers out {177,100) - - - {177,100}
Total oiher financing
sources (Uses) 12,900 - 150,000 27.100 190,000
Net change In fund balances 110,635 {60.535) 63,101 (22.817) 20.384
Fund bglances - beginning of yeor 1,260,256 143,566 807,947 211,287 2,423,056
Fund balances - end of year $ 1,370,891 3 83,03} $ 871,048 % 188,470 $ 2,513,240

See accompanying noles 1o the basic finoncial statements, &



CIitTY OF HARBOR SPRINGS
Reconciliation of the Statement of Revenues, Expenditures, and
Changes In Fund Balances of Governmental Funds to the
Statement of Activities
Forthe Year Ended December 31, 2005

Net Change In Fund Balances - Total Governmentat Funds $ 90,384

Amounts reported for governmental activities in the statement of octivities
are different becouse:

Governmental funds report capital outloys as expenditures. However,
in the statement of activities, the cost of these assels is allocated over
their estimated useful lives as depreciction.

Expenditures for capital ossets 214,867
Curreni year depreciation [13,496)

Repayment of bond principal is an expendiiure in the governmental
funds, but the repayment reduces long-term liabiltties in the statement
of net assets. This is the amount of principal paid on long-term debi. 25,000

interest on long-term debl is recognized os an expenditure when it is
due in the governmenial funds. However, in the stalement of activities,
interest expense is recognized as the inlerest accrues, regardiess of
when it is due. 167

Compensaied absences are recognized os an expenditure when it is paid
in the governmenial funds. In the staterment of aclivilies, however,
compensoted absences ore recognized as an expense when eamed. 1,559

Internal service funds are used to charge costs of certain activities,
such Qs insurance and maeior vehicle usage, to varicus departments
within the Cily. The net revenue (expense) of the interndal service funds

are included in governmental octivifies in Ihe sfatement of activities. 137,464
Change in Net Assets of Governmental Actlvitles $ 455,945

See accompanying notes to the bosic inanciol siatements. 7



Assets

Current Assets

Cash

Receivables
Accounts
Accrued inferes

Due from other funds

Inventones

Prepaid expenses

Total current assets

Noncurrent Assets
Restricted assets:
Customer deposils
Bond covenants
MPPA working capital advonce
Deferred charges
Capital assets
Less: accumulated depreciation

Total noncumrent assels

Total assets

CITY OF HARBOR SPRINGS
Statement of Net Assets
Proprietary Funds
December 31, 2005

Business-Type Activities - Enterprise Funds

Governmental
Activities -
Water Internod
Hectrc and Sewer Totals Service
System System Woterfront  Curreni Year Fund

31,408,956 $1.147,327 $ 355171 $2.911,454 $ 506,189

665.371 110,724 - 776,095 2,471
18,851 8,026 5,368 32,245 5,894
1,481 4,745 - 6,246 -
283,395 45,305 - 328,700 -
11.340 6.475 5912 23,727 3,050
2.389.3%4 1,322,622 366,451 4.078.467 517,604
70,144 15,650 30.030 115,824 -
- - 59.683 59.683 -
82,292 - - 82,292 -

- - - - 21.456
4,312,194 2,235,643 2,058,053 8.405,890 2.602011
{2.153,664) {1,228,751] {909,990} (4,292,405) (1,225,308}
2310966 1.022,542 1,237,776 4,571,284 1,378,159

$ 4,700,360 $2.345.164 $ 1,604,227 $8.649.751  $ 1215763

See accompanying notes to the basic financiol statements. g



Llabllities and Met Assets

Current Llabilitles
Accounls payable
Accrued expenses
Due to other funds
Due to other governmenial units
Bonds payable due within one year

Total current liabilifies

Current Liabliities {payable
fram restricted assets)
Cumrent portion of bonds payable

Noncurrent Liabiiitles
Poyable from restricted assets;
Customer deposits

Bonds pavable {net of curent porion,
unamortized premiums, issuance costs, ond

deferred amount on refunding)
Total noncurrent ligbilities
Total ligbiliies

Net Assets

Invested in capital ossets, net of related debt
Restricied for development fee poybaoack

Unrestricted
Total net assets

Total liabilities ond net assels

See accompanying notes to the basic financiot statements. ¢

CITY OF HARBOR SPRINGS
Statement of Net Assets
Proprietary Funds

{Continued)

December 31, 2005

Business-Type Aclivilies - Enierprise Funds

Governmentol
Activities -
Water Intermnal
Electric ond Sewer Tolals Service
Systemn System Woterfront  Current Year Fund
$ 348,703 Y 4,084 } 4,086 $ 358,873 10,510
19.632 26,186 1.180 44,998 3,035
- - 725 725 21
- 32,416 - 32,416 -
- - - - 82,568
368,335 62,686 7.9%1 439,012 298,204
5 - 40.000 40,000 -
70,144 15,650 30.030 115,824 -
- - 80.000 80.000 380.273
70,144 15,650 110,030 195,824 380,273
438,479 78,336 158.021 674,836 478,477
2,158,530 1,006,892 1,028,063 4,193,485 213,862
20,750 - - 20,750 -
2,082,601 1,259,934 418,143 3,760,680 523,424
4,261,881 2,266,828 1,446,206 7974215 \,437.286
3 4.700.360 $2.345,164 $ 1,604,227 $8.649.751 1,915,763




CITY OF HARBOR SPRINGS
Statement of Revenves, Expenses, and Changes in Fund Net Assets
Proprletary Funds
For the Year Ended December 31, 2005

Busingss-Type Activilies - Enterprise Funds

Governmental

Activilies -
wWaler internal
Eleclric and Sewer Tolals Service
Syslem Syslem Wolerfront  Cument Yeor Fund
Operaling revenues
Charges for services $ 3,541,872 3 960,980 3§ 425967 4928819 3 364,958
Operatlng expenses
Purchosed power 2,109,644 - - 2,109,644 -
Personot services 414,347 219,695 108,767 742,809 39.722
Contractugi services 376128 682,576 161,130 1,219,834 97,122
Other supplies and expenses 137,776 96,414 17,805 251,995 465818
Heal, light and power 33.074 24,009 19,384 76,469 7726
Deprecialion 140,305 55,932 466,587 262.824 125077
Total operaling expenses 3.211,276 1,078,626 373,673 4,6463.575 335,465
Operating income (loss}) 330,5%4 {117,646} 52,294 265,244 29,493
Nonoperating revenues
Inlerest 43.036 31,991 17,543 92,570 15,114
Development fees 41,293 11,500 - 52,793 -
Gain on sale of fixed assels - - - - 28802
Miscellaneous - - - - 46,957
Total nonoperoting revenues 84,329 43,491 17,543 145,363 50.873
Nonoperating expenses
interest - - 11.200 11,200 16,534
Total nonoperating revenues (expenses) 84,329 43,491 4,343 134,163 34,339
Income {loss) before operaling
fransiers ond capital conlribulions 414,925 {74,155 58,637 399,407 63,832
Other financing sources (uses)
Operaling lransfers in - - - - 73.632
Operaling transfers out [242,594) {21,038) - [263.632) -
Tolal other financing sources {usas) {242,594} [21.038) - [263.632) 73.632
Capital contributlons 10,323 - - 10,323 -
Change in net assets 182,654 {95,193} 58,637 144,098 137,444
Total net assets - beginning 4,079,227 2,362,021 1,387,569 7.828.817 1,299,822
Total net assets - ending 3 4,261,881 § 2,266,828 $ 1,444,206 3 7,974,915 3 1,437,284

See accompanymg noles to the basic financial statements. 10



CITY OF HARBOR SPRINGS
Statement of Cash Flows
Proprietary Funds
For the Year Ended December 31, 2005

Business-Type Activities - Enlerprise Funds

Governmenlal

Aclivilies -
waler internal
Eleciric ond Sewer Totals Service
System System Waolerronl Cument Yeor Fund
Cash llows Irom operating
activities
Receipts from customers $ 3,456,290 $ 9468.536 3 427.397 $ 4852223 5% 362,678
Payments to suppliers {2,464.781) {805,558} {221,867) {3.492,208) [168.428)
Payments lo employees [409.541) {208,718 1108.947) {727.206) [40,665]
Nel cash provided {used|
by operating octivities 581,948 {45,740} 76.583 §32.811 153,585
Cash llows from non-caphtol
financing activities
Operoting Iransfers-in from other funds - - - - 73.632
Cperating Iransfers-out 1o other funds {242,594} {21.038} - {263.632) -
Net cash provided (used) by
non-capital inancing octivilies (242,594 {21.038) - {263.632) 73.632
Cash llows Irom copital and reloted
financing activities
Acquisition and construction of
cagital assels and contracis payable (213,185 - {212.552) {425,737) {150,890}
frincipal paid on bonds - - {40,000) {40,000) {85.000)
Inlerest paid on bonds - - {11,200) {11.200) {13.611)
Gain on sale of fixed assets - - - - 28.802
Development lees 41,293 11,500 52,793 -
Copilal contributed by customers 10,323 - - 10,323 -
Nat cash provided by rmiscelionsous
non-operating activities - - - - 6,957
Met cash provided (used| for capitol
and reloted finoncing oclivities {161.56%) 11,500 {263.752) (413,821 {213.742)
Cash flows from Investing
activitles
Interest received 29.521 28,395 14.648 72,564 11.413
Net cash provided (used] irom investing
acfivities 29.521 28,395 14,648 72,564 11,413
Net increase (decrease) in cash 207,326 {26.883) {152,521) 27,922 24,858
Cash, beginning 1,271,774 1,18%.860 597.405 3.059.032 481.201
Cash, ending 3 1.479.100 $1,162977 $ 444,884 $ 30869681 § 506,189
Clossified as:
Current assets $ 1.408,956 $1.147.327 } 355177 $ 2.911.454 % 506,189
Restricted assets 70,144 15,650 89.713 175,507 -
Tolals 31,472,100 31162977 § 444,884 3 308569561 3 506,189

See accompanying notes to the basic financial statements. 1)



CITY OF HARBOR SPRINGS
Statement of Cash Flows
Proprietary Funds
(Continued)

For the Year Ended December 31, 2005

Business-Type Activities - Enlerprise Funds

Governmenic!
Aclivilies -
Waolter inlermol
Elecliic ond Sewer Totals Service
Syslem System Waoterronl  Current Year Fung

Reconciliglion of operating

income to nel cash provided [used) by

operating activilies
Operating income {loss) 3 330,596 $ (1176480 % 52,294 3 265244 $ 29,493
adjustments to reconcile operaling income lo

nel cash provided by operoling aclivities:

Depreciation 140,305 55,932 66,587 262824 125,077
{increase) decreose in accounis
receivable {93.3%94) 7,256 200 {85,940} {2,280}
{increase) decrease in inveniory {4.308) 2.995 - {1.31) -
{increase) decreose in due from other lunds {1.481) {3.505} - {4,984) -
{increase) decreqse in prepaid expenses {1.162) {1,098} {4.926) {7.186} 151
Increase (decrease} in accounts payable 198,792 1,434 {13.063} 187,163 1,996
Increqse [decreqse) in occrued expenses 4,806 10,977 {180} 15,603 {943)
Increase (decrease) in due to other funds - - 725 725 71
increase (decrease] in due to other governmental units - {2.385) {6.284) {8,669 -
increase [decrease] in deposits 7.814 300 1,230 7,344 -
Total adjustmenis 251.372 71,206 44,289 367,567 124,092
Net cash provided {used| by
operating activities b 581,968 _§ [45740] _$ 96,583 3 63281 3 153,585
12

See gccompanying notes to the basic financial statements.



Assets
Cash
Receivaobles:
Taxes
Water sales

Total ossets
Ligbiiities

Due tc other funds

Due 1o other govemmental unils
Dug to County

Due to School

Cue to State

Due to 15D

Due to College

Due to Medical Care Facility
Due to Cemetery

Due to ambulance and EMS
Other liabilities

Totol liabilities

CITY OF HARBOR SPRINGS
Statement of Fiduciary Net Assets
Flduciary Funds
December 31, 2005

See accompanying nates 1o the baosic financial statements. 13

Agency Funds

3 805,142

1,993,608
3,402

$ 2802152

$ 76,389
3,739
613,263
1,123,776
51,109
431,873
373,306
77.995
24,164
24,012
2,526

$ 2802152



NOTE 1.

CITY OF HARBOR SPRINGS
NOTES TO FINANCIAL STATEMENTS
December 31, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Harbor Springs (the City) was incorporated October 6, 1932, under the provisions of
Act 279, P.A. 1909, as amended (Home Rule City Act). The City operates under a Council-
Manager form of government and provides the following services as avthorized by its charter.
public safety (police and fire), highways and streets, sanitation, health and social services,
cutture-recreation, public improvements, planning and zoning, and general administrative
services.

The City's financial statements are prepared in accordance with generclly accepted
accounting principles (GAAP). The Governmental Accounting Standards Boord (GASB}) is the
standard-setting body for governmental accounting and financial reporting. The City's
reporting entity applies all relevont Governmental Accounting Standards Board {GASB)
proncuncements. Proprietary funds and similar component units apply Financial Accounting
Standards Board (FASB) pronouncements and Accounting Principles Board {APB) opinions
issved on or before November 30, 1989, unless those pronouncements conflict with or
contradict GASB proncuncements, in which case, GASB prevails. Pronouncements of the FASB
issued after November 30, 1989 are not applied in the preparation of the financial statements
of the proprietary funds and similar component units in accordance with GASB Statement No.
20. The following is a summary of the significant policies used by the City of Harbor Springs:

REPORTING ENTITY

These financial statemenis present the City {the primary government) and its component unit.
As defined by GASBS No. 14, component units are legally separate entities that are included in
the City's reporling entity because of the significance of their operating or financicl
relationships with the City. The primary government is required to consider other organizations
for which the nature and significance of their relationship with the primary government ore
such that exclusion would cause the reporting entity's financial siatements 1o be mislecding or
incomplete.

Discretely Presented Component Unit

Downtown Development Authority — The Downtown Development Authority, which waos
established pursuant to the provisions of Public Act 197 of 1975, as amended, is govemed by a
nine-member board appointed by the City Council. The Authority may issue debt subject to
limitcitions set forth in the Act, but may not expend any monies without prior approval of City
Council. Separate financial statements for the Downtown Development Authority are not
issued. This fund was closed in 2004, there is no aclivity to report in 2005.



NOTE 1:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
BASIC FINANCIAL STATEMENTS - OVERVIEW

The City of Harbor Springs' basic financial statements include both governmenti-wide (reporting
the City os g whole] and fund financial statements (reporting the City's major funds). Both the
government-wide and the fund financial statements categorize primary government activities
as either governmental or business type. Governmental activilies, which normally are
supported by taxes and infergovernmental revenues, are reported separately from business
typpe activities, which rely to a significant extent on fees and charges for support. The primary
government is reporied separately from legaily separate component units for which the
primary government is financiolly accouniable.

BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS

The govermnment-wide financial statements report information on all of the nonfiduciary
activities of the primary government and its component units. As a general rule the effect of
interfund activity, such as overhead costs, has been eliminated from these statements. The
government-wide focus is more on operational efficiency, the sustainability of the City os an
entity ond the change in the City's net assels resutting from the current year's aclivities.

Internal service funds are consolidated inte the govemmental column when presented al the
govemment-wide level. Thisis because the principal users of the internal service are the City's
governmental activities. The net profit/less in the internal service funds is allocated to the
functional activity {public sofety, public works, et¢.) based upon usage.

In the government-wide Statement of Net Assets, boih the governmental and business fype
activities are presented on a consolidated basis. Due i¢ the full accrual, economic resource
basis, all long-term assets and receivables, as well as long-term debt and obligations are
recognized. The City's net assets are reported in three parts — invested in capital assets, net of
reiated debt; restricted net assets; and unrestricted net assets. The City first utilizes restricted
resources to finance qualifying activities.

The government-wide Statement of Activities demonstrales the degree to which the direct
expenses of a given function or segments are offset by progrom revenues. This Statement
reduces gross expenses (including depreciation) by related program revenues, which include
charges for services, operating grants and copital grants.

The program revenues must be directly associated with the function or segment. Program
revenues include: (1} charges to cusiomers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment; and (2} grants and
confributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among program
revenues are reported as general revenue.



NOTE 1.

NOTES TO FINANCIAL STATEMENTS-CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
BASIC FINANCIAL STATEMENTS - FUND FINANCIAL STATEMENTS

The financial fransactions ot the City are reported in individual funds in the fund financicl
statements. Each fund is accounted for by providing a separate set of self-balancing
accounts that comgprise ils assets, liabilities, fund balances, revenues and
expenditures/expenses. The focus of the fund financial statements is upon the determination
of financial position and changes in financial position (sources, uses, and balances of financial
resources).

Governmeni rescurces are allocated 1o and accounted forin individual funds based upon the
purposes for which they are to be spent and the means by which spending activities are
controlled. The emphasis in the fund financial statements is on the major funds in the
governmental or business type categories. GASBS No. 34 sets forth minimum criteric
(percentage of the assets, liabilities, revenues or expenditures/expenses of the governmental
and proprietary funds) for the determination of major funds.

Governmental Funds

The following is a description of the major governmental funds of the City:

General Fund - The General Fund is the general operoting fund of the City. It is used to
account for all finangical resources except those required to be accounted for in another fund.

Major and Local Street Funds - The Street Funds account for the operatfion of the sireet
departments. Primary financing is provided by the City's share of state gascline taxes. State
iaw requires these gascline taxes be used to maintain streets.

In addition, the City reporis the following non-major governmental funds:

Special Revenue Funds

Police Reserve Fund - The City performs record keeping functions for this fungd while the City
Council approves all transactions. Primary financing is through contributions.

Historlcal Commisslon Fund - The City performs record keeping functions for this fund while the
City Council approves all transactions. Primary financing is through contributions.

Capital Project Fund

Caplital Project Fund - The Capital Project Fund is being used to account for the Zoll Street
Buildings project to remodel, improve, construct, furnish and equip two existing buildings to
serve as a cify hall and police department facility.



NOTE 1.

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —~ CONTINUED
BASIC FINANCIAL STATEMENTS — FUND FINANCIAL STATEMENTS - CONTINUED

Proprietary Funds

The focus of the proprietary funds is upon the determination of cperating income, changesin
fund net assets, financial position, and cash flows, which is similar 1o for-profit businesses. The
following is a description of the major proprietary funds of the City;

Electrlc Fund - The Electric Fund is an Enterprise Fund. The fund is financed and cperatedin ¢
manner similar to a pirivaote enlerprise. The intent is that costs {expenses, including
depreciation) of providing electricity fo the general public are recovered through user
charges.

Water and Sewer Fund - The Water and Sewer Fund is an Enterprise Fund. The fundis financed
and operated in @ manner similar o o private enterprise. The intent is that costs {expenses,
including depreciation) of providing waier and sewer services to the general public are
recovered through user charges.

Waterfront Fund - The Waterfront Fund is an Enterprise Fund. The fund is financed and
operated in g manner similar to a private enterprise. The intent is that costs {expenses,
including depreciation) of providing City boat docking and moeoring services to the general
public are recovered through user charges.

In additicn, the City reports the following noen-major proprietary funds:

Motor Vehlcle and Equipment Fund - The Motor Vehicle and Equipment Fund is an internal
service fund, This fund accounts for the cost ot acquiring, maintaining and providing vehicle
and equipment usage to various City departments.

Proprietary funds distinguish operating revenues and expenses from nonoperafing items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in conneclion with a proprietary fund's principal ongoing operation. The
principal operating revenues of the Electric, Water and Sewer, Waterfront, and Motor Vehicle
and Equipment Funds are charges to customers for sales and services. Operating expenses for
these funds include the cost of sales and services, adminisirative expenses and depreciotion
on capital assets. All revenues and expenses not meeling this definition are reported as
nonoperating revenues and expenses.

Fiduciary Funds

The fiduciary funds are used to account for assets held by the City in a trustee or agent
capacity. Since, by definition, these assets are being held for the benefit of a third party [other
locat governments, private parties, pension participants, etc.) and cannot be used to address
activities or obligations of the gevernment, these funds are not incorporated into the
govermnment-wide statements.



NCTE I;

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
BASIC FINANCIAL STATEMENTS — FUND FINANCIAL STATEMENTS — CONTINUED
Agency funds use the accrual basis of accounting, however report only assets and liabilities.

Tax Fund - The Tax Fund accounts for the collection and payment of property taxlevies, payroll
withholdings, nonprofit crganization receipts and water billings.

West Traverse Township Water Fund - The West Traverse Township Water Fund accounts for the
Township's usage of the City's water system,

BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues and expenditures/expenses cre
recognized in the accounts ond repored in the fincncial statements. Basis of occounting
relates to the timing of the measurements made, regardless of the measurement focus
applied.

The govemment-wide statements are reported using the economic resources measurement
focus and the full accrual basis of accounting, which incorporates long-term assets and
receivables as well as long-term debt and obligations. Revenue isrecorded when eamed and
expenses are recorded when o liability is incurred, regardiess of the timing of related cash
flows, Property taxes are recognized as revenue in the year for which they are levied. Granis
and similar items are recegnized as revenue as soon as all eligibility requirements imposed by
the provider have been met. Expenditures generaily are recorded when a liabkility is incured.

All proprietary funds, pension frust funds ond agency funds are accounted for using the full
accrual basis of accounting. Their revenues are recognized when they are earned and their
expenses are recegnized when they are incumed. Unbilled Water and Sewer and Electiic Fund
Ulility service receivables are recorded at year-end.

Govemmental fund financial statements are reported using the cument financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recorded in
the accounting period in which they are earned, as long as they are both available and
measurable, Revenues are available when received within the curent period or within 60
days after year-end. Expenditures are recorded in the accounting period in which the liability
isincurred, as under full accrual accounting. However, debt service expenditures, expenditures
relating to compensaled dbsences, and claims and judgments are recorded only when
payment is due.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

Cash and Cash Equivalents

Cash and cash equivatents are considered to be cash on hand and demand deposits.

Inventory

Inventory is valued at cost, which approximates market, using the first-in, first-cut method.
Inventory in the Histerical Commission Fund consists of books and essays, which are recorded
as expenditures when sold rather than when purchased.



NOTE 1.

NOTES TO FINANCIAL STATEMENTS —~ CONTINUED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY — CONTINUED

Inteffund Receivables/Pavables

Quistanding balances between funds are reported as “due to/from other funds” on the
balance sheet of the fund financial siatements and as “internal balances” on the Stolement
of Net Assets of the government-wide financial statements.

Caplial Assels

Capital assets, which include property, buildings. equipment and infrastructure assels [e.g.,
roads, bridges, sidewalks and similar items) are reported in the applicabte governmental or
business type activities column in the government-wide financial statements, Capital assets
are recorded by the City when the initial individudl costs are equal to or greater than the
following amounts:

Asset Type Armouni
Land $ ]
Equipment 3.000
Buildings & Building improvements 10,000
Infrastructure 10,000

Capital assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date
of donation,

Property, buildings and equipment are depreciaied using the straight-line method over the
following useful lives:

Buildings 40 to 80 years
Building Improvements 20 toc 60 yeuars
Water and Sewer Lines S0 1o 75 years
Streets, Curbs and Gutters 10 to 30 years
Eectric Lines and Appurtenances 30 to 50 years
Vehicles (Pickup Trucks & Automobiles) 3to 7 years
Vehicles (Large Trucks and Fire Trucks) 10 1o 25 years
Construction Equipment [Front End Loaders) 5to 15 years
Office Equipment Sto 7 vyears
Office Furniture Sto 15 years

Long-Term Obligations

In the government-wide financicl statements and the proprietary fund financial statements,
long-term debt and other long-term obligations are reported s liabilities. Bond premiums and
discounts, as well os issuance costs, are deferred and amortized over fhe life of the bongls.

In the fund financial staiements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuances are
reporied as olher financing sources while discounts are reported as other financing uses.



NOTE 1.

NOTE 2:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
ASSETS, LIABILITIES, AND NET ASSETS OR EGQUITY — CONTINUED

Compensated Absences {Vacation dand Slck Time)

Vacation days not used during the year may not be accumulated for union employees.
Nenunicn employees may convert unused vacation days to sick leave. Due to contract years
differing from the City's fiscal year, unpoid vacation time represents unused, but not
accumuiated, vacation fime. Sick time not used during the year may be accumulated. Upon
retirement or death of an employee, he/fshe or his/her beneficiary is eligible to receive
accumulated sick leave pay, up to a maximum dollar gmount.

All vacation, sick pay, and cther employee benefit amounts accrue when eamed in the
government-wide and proprietary fund financial statements. Sick and vacation pay are
recognized in the governmental financial statements when the time is used.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by cutside parties for
a specific purpose. Designations of fund balance represent tentative management plans that
are subject to change.

The City designated $35,000 during 2005 1o be used to pay the City's share of a proposed Fire
Station to be construcied at the Littie Traverse Township Hall site. The City intends fo designale
another $35,000 in 2006 for this scme purpose.,

COMPARATIVE DATA
Comparative gata for the prior year is not included in the City's financial statemenits,

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Annual budgets are adopted on a basis consistent with generally accepted accounting
principies for all operaling funds of the City except for the agency funds. Budgetary control is
legally maintained ot the fund level.

The City follows these proceduresin establishing the budgetary data reflected in the financial
statements:

1. Prior to December 1, the City Manager submits to the City Council o proposed
operating budget for the fiscal year commencing the following January 1. The
operating budget includes proposed expenditures/expenses and the means of
financing them.

A public hegring is conducied at City Hall to obtain taxpayer comments.

3. Prior to January 1, the fund budgets are legally enacted through passage of
resclutions.
4. The City Manager is authorized to transfer budgeted amounts between depariments

within any fund; however, any revisions that alter the fotal expenditures/expenses of
any fund must be approved by the City Councit.

5. Formal budgetary integration is empioyed ¢s a management conirol device
during the year for the Generol and Special Revenue Funds.

6. Budgeted amounts are as originally adopted, or as amended by the City Council.

7. Al appropnations lapse at yedar-end.
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NOTE 2:

NOTE 3:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY- CONTINUED

The General Fund Budgetary information includes administrative charges by the General Fund
to various other funds as revenue of the General Fund. They have been offset against General
Fund expenditures in the preparation of the basic financial statements. These charges remain
as administrative expenditures/expenses of fhe varous funds charged in the basic financial
statements.

The City did not have an excess of expenditures over appropriations for the General Fund orits
Special Revenue Funds.

DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the City to make deposits andinvest in the
accounts of federally insured banks, credit unions, and savings and loan associations which
have an office in Michigon. The City is allowed 1o invest in bonds, securities and other direct
obligations of the Unifed States or any agency or instrumentality of the United States; Uniled
States government or federal ogency obligations; repurchase agreemenls; bankers’
acceptance of United States banks; commercial paper rated within the two highest
classifications which mature not more than 270 days after the date of purchase: obligations of
the State of Michigan or its political subdivisions which are rated as investment grade; and
mutual funds composed of investment vehicles which are legal for direct investment by local
units of govemment in Michigan.

The Ciiy's deposits and invesiment policy are in occordance with statutory autherity.

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank
fagilure, the government's deposits may not be returned to it, The City's investiment policy limits
deposits to cerlificates of deposit, savings accounts with banks, savings and loan associotions,
and credit unions which are insured with the applicable federal agency. At year-end, the
camying amount of the City's deposits was $6,558,072 and the bank balance was $6,182,333.
Of the bank batance, $507,850 was covered by Federal depository insurance, The remaining
omount was uninsured and uncollateralized. State statutes pronibit security in the form of
collateral, surety bonds or ancther form be taken for the deposit of public funds, The City may
experience significant fluctuations in deposit balances through the year,

Credit Risk —investments. At year-end, the City'sinvestment in Proctor and Gamble stock had a
fair market value of $75,264. This equity investiment is not in accordonce with State low and
does not have a recognized credit quality rating as de debt secunties. The stock had beena
gift to the City, and is part of the Police Reserve Fund,
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NOTE 3:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

DEPOSITS AND INVESTMENTS =CONTINUED

Pooling of Cash - The City pocls cash fo maximize its investment return.

Fund

Primary Government

Generaql

Major Street

Local Street

Electric System

Walter and Sewer System

Waterfront

Other Nonmgjor Governmentai Funds
Internal Service Fund

Total
Fiduciary Funds
Total pooled cash
Cash not held in pooled accounts:
Primary government
Component Unit

Fiduciary Funds

Total cash

Unrestricted cash (primary government)

Unrestricted cash {component unit)
Unrestricled cash {fiduciary funds)
Restricted cash (primary government)

Total cash

Restricted Assetls

Resiricted assets consist of cash resiricted for customer deposits and in the Waterfront Fund in
accordance with revenue bond indentures, Total resfricted assets ot December 31, 2005 were

$175,507.
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Amount

$ 1.131,694
55,931
860,907
1.479.100
1,162,977
444,884
110,248

506,189

5,751,930

2,211

5,754,141

1.720

_ 802931

$ 6.558.792

$ 5578143

805,142

175,507

$ 6,558,792



NOTE 4:

NOTE §;

NOTE &:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
PROPERTY TAXES

Property taxes are levied and become ¢ lien on property as of July | on the State toxable
voluation of property in the City as of the preceding December 31, The City bills and collects
its own property taxes and also collects taxes for other governmental units. Collection of other
governmental unit's taxes and remittance of them to the units are accounted for in the
Agency Fund. Property taxes are recognized asrevenue in the year for which they are levied.

The City is permitted by charter to levy taxes, subject to State Headiee and Truth in Taxation
provisions, up o $15 per $1,000 of taxable valuation for general govemmental services and for
the payment of principal and interest on general obligation long-term debt, The 2005 State
taxable valuation of the City of Harbor Springs totaled $187,6463,406.

The tax rate for the year ended December 31, 2005, wdas as follows:

Purpose Rate/Taxable Voluation

6.0001 per $1.000

General governmental services

INTERFUND RECEIVABLES AND PAYABLES

The composition of inferfund balances is as follows:

Interfund Interfund
Receivable Payable
General % 74,150 $ 1,213
Major Street 616 1,042
Local Street - 1,552
Electric 1,481 -
Water and Sewer 4,765 -
Waterfront - 725
Internal Service - 21
Fiduciary - 76,389
3 81,012 $ 81012
The interfund balances are mainly for property taxes.
INTERFUND TRANSFERS
Operating fransfers are as follows:
Transfer In Transfer Qut
General Fund $ 120,000 $ 177,100
Local Street Fund 150,000 -
Other Nonmajor Govt. Funds 27,100 -
Electric Fund - 242,594
Water and Sewer Fund - 21,038
Internal Service Fund 73,632 -
% 440,732 $ 440732

The operaling transfers are mainly for street improvements and maintenance, debt service,
equipment purchases, museum operations, and general City operations.

23



NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE7: CAPITAL ASSETS

Capital asset activity of the City's primary government for the cument year was s follows:

Bolance Balonce
Jonuary 1, 2005 Additions Deletions December 31, 2005
Governmental Activities
Capital assets not
belng deprecioted:
Lond $ 915890 % - 3 - 3 915,890
Capilal assels
being depreciated:
Buildings and improvements 3,292,206 - - 3,292,204
Sireet, cubs, sidewalks and storm sewers 3,435,294 170.472 - 3,605,766
Office equipmenl 17.596 B.18% - 25,782
Fumilure & equipmen! 175,884 3.881 31,383 148,364
Machinery & equipment 1,335,509 184,227 107.5%5 1412141
Sublolal 8,256,471 386,766 138,978 8,484,259
Less accumulated deprecialion:
Building ond improvemenils {257,089 {26,013 - {283,102
Sireel, curbs, sidewolks and siom sewers {3,435.294) {2.182) - 13,437,474}
Office equipmenl {17.594) {65} - {17.681}
Fumilure & equipment {51.607) {17,260} {31,383} {37,484}
Machinery & equipmeni {1.023.444) {93.053) {107.595) {1.009,102}
Subtolal {4,785,230} {138,573 {138,978 {4,784,825)
Net copilal assets
being deprecioled: 3.471.241 228193 - 3.699.434
Governmental aclivities net
copitol assets % 4,387,131 % 28193 % - $ 4,615,324

24



NOTES TO FINANCIAL STATEMENTS - CONTINUED

NQOTE7:  CAPITAL ASSETS — CONTINUED

Balance Balance
January 1, 2005 Additions Deletions December 31, 2005
Business-type Activities
Capital assels not
being depreciafed:
Land $ 34913 % - $ - $ 314913
Construction in progress 58,505 - {58.505)
Subtotol 373,418 - (58.503) 314913
Coapitol assets
being depreciated:
Buildings and improvements 1,555,457 191,592 - 1,747,049
Equipment 6,251,278 292,650 - 6.543,928
Subtolal 7.808,735 484,242 - 8,290.977
Less accumulated deprecialion:
Buildings and improvements (859.264) {65,613) - (925,579)
Equipment (3,169,620} (197,206) - [3,366,826)
Subtotal [4.029.584) 262,821) - {4.292,405)
Nel capital assets
being depreciated 3,777,151 221,421 - 3.998.572
Business-type oclivilies net
capital assets % 4,150,569 $ 221,421 3 {58,505} % 4,313.485
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NOTES TO FINANCIAL STATEMENTS — CONTINUED

NOTE7:  CAPITAL ASSETS - CONTINUED

Depreciation expense was charged o the primary government as follows:

Governmental Activitles

Unallocoted $ 13,498
internal service fund capital assels consolidated with the

governmental aclivities 125,077

Total governmental acliviites 3 138,573

Business-type Actlvities

Electric 140,302
Water and sewer 55,932
Waterfront 66,587

Total business-type activities $ 262.821

Proprietary fund Type Property, Plant and Equipment

Proprietary fund type property, plant ond equicment at December 31, 2005 are summarnized as

follows:

Intermal

Enterprise Service
Land $ 314,913 $ 36.640
Buildings and improvements 1,747,049 1,156,544
Eguipment 6,543,928 1,408,827
Total 8.605,8%0 2,602.011
Less: accumulated dep. (4,292,405) (1,225,308)
Net $ 4,313,485 $ 1,376,703

NOTE 8: DEFERRED CHARGES

Debt issuance cost within the Motor Vehicle and Equipment Fund of $25,747 relating to the
2004 General Obligation Bonds are being amortized as interest expense using the straight
-line method over the é-year life of the 2005 bonds. Interest expense of $4.291 wasrecognized
in the current vear; unamortized amounts at yeor-end amounted to $21.456.
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NOTE 9.

NOTE 10:

NOTES TO FINANCIAL STATEMENTS-CONTINUED

LEASE OBLIGATIONS

The City has entfered into lease agreements with the Harbor Springs Area Fire Authority for fire
protection services. The City uses the land, building, and eguipment to provide fire protection
services to the constituent municipalities making up the Harbor Springs Areq Fire Authority.

The cument lease agreements with the Authority call for annual lease payments from the
Authority to the City of $50 for the land and building lease, and annual payments from the City
1o the Authority of $5 for the sublease of land and buildings. and $5 for the lease of fire
protection equipment.

The City has a lecse agreement with the Harbor-Petoskey Area Airport Authorily for qirport
related services. The City leases real and personal property 1o the Authority in consideration for
those airport services as well as $1 per yeaor. The legse term of 25 years is extended each year
unless either the lessor or tenant gives nolice 1o fix the term.

The City has a lease agreement with the State of Michigan Depariment of Natural Resources
('DNR") for a parcel of Lake Michigan bottomland where the City's East Dock is located. The
original lease terms call tor onnual payments ¢ the DNR through 2014. Lease rates are
adjusted in years ending in "0" or"5". The terms dilow for one renewal of 25 years ot the City's
option. The lease amount for the year ending December 31, 2005 was $4,261.

The City also has a lease agreement with the State of Michigan Deparment of Environmental
Quality for the mooring fields. The lease fees are 10% of annual mooring revenues. For the year
ended December 31, 2005, the lease fees were $5,310.

DEFERRED COMPENSATION PLAN

In prior years, the City offered its employees o deferred compensation plan created in
accordance with Intemal Revenue Code 457, The plan, available to all City employees,
permitted them to defer a portion of their salary until future years. The deferred compensation
is not available to employees until termination, refirement, death, or unforeseeable
emergency.

All amounts of compensation deferred under the plan, all property and rights purchased with
those amounts, and all income attributable to those amounts, property, or rights are {until paid
or made available to the employee or other beneficiary) solely the property and righis of the
City {without being restricted to the provisions of benefits under the plan), subject only fo the
claims of the City's general creditors. Panicipants' rights under the plan are equal to those of
general creditors of the City in an amount equal to the fair market value of the deferred
account for each participant.

In complying with the amended Section 457 requirements, these assets are now for the
exclusive benefit of participants and not subject to the claims of the City's general creditors.
As such, they are no longer included in an agency fund of the City.

The City made contributions to this defered compensation plan based on 8% to 12% of gross
salary for the year. Employee contributions for the year totaled $10.284 while employer
conitributions were $4,533. As of March 2005, all new employees must join the Michigan
Municipal Employees' Retirerment System. Existing employees could make o one-fime election
to remain in the Section 457 plan with employer contributions continuing at 8.5% of their base

pay.
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NOTE 11;

NOTE 12:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

DEFINED CONTRIBUTION PLAN

Pror 1o March 2005, the City provided pension benefits forits fuil-time union employees through
a defined contribution plan. In a defined contribution plan, benefits depend solely on
amounts ¢ontributed to the plan plus investment eamings. Employeses were eligible to
participate upon employment. Union agreements required the City to contribute 8.5% of ecch
employee's base wages 1o their individual accounts. Employees could also contribute to their
individual accounts. Employer conirbutions and earnings of each individual employee fully
vesied after seven years of credited service. Conlributions and earnings not vested with
employees who left employment were used to offset the cost of succeeding employer
conftributions.

The City's fotal plan payroll for January and February 2005 was $127.2146. The City made the
required contribution in the amount of $10,813. There were no volunteer employee
contribulions.

Employer contributions were transferred to the MERS plan in March 2005, Some employee
contributions were also voluntarily transferred to the new plan. The City will no longer make
contributions to the defined contribution plan.

DEFINED BENEFIT PENSION PLAN

Plan Description

In March 2005, The City of Harbor Springs began participating in the Michigan Municipal
Ermnployees' Retirement System {MERS}, an agent multiple-employer defined benefit pension
plan that covers all full-lime employees and the meter reader of the City of Harbor Springs.
MERS was established by the State of Michigan for purposes of providing retirement, survivor
and disability benefils on a voluntary basis to the siole's local government employees. MERS
issues a publicly available financial report that includes financial statements and required
supplementary information. That report may be obtained by writing to Municipal Employees
Retirement System of Michigan, 447 North Canal, Lansing, Michigan 48%17.

Funding Policy

Annual minimum funding requirements are determined via actuarial calculations. The
actuarial basis is determined by statute. The City contributes 8.5% of payrell for plan
parlicipants, regardless of the minimum funding amount. Plan members are required 1o
conlribute any amounts in excess of 8.5% of payroll thot ore necessary 1o meet the minimum
funding requirements. For the year-ended December 31, 2005, employee contributions were
$40,024. The contnbution requirements of plan members and the City are established and may
be amended by the MERS board.
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NOTE 12:

NOTE 13:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
DEFINED BENEFIT PENSION PLAN = CONTINUED
Annual Pension Cost

For the year-ended 2005, the City's required and actual contributions were $83,058. The annual
required contribution was determined as part of an actuarial valuation at December 31, 2004,
using the entry age normal cost method. Significant actuarial assumptions included (o) 8%
investment rate of retum (net of administrative expenses); and {b) projected salary increases of
4.5% per year (plus a percentage based on an age-related scale to reflect mernit, longevity,
and promotional pay increases). Both {a) and (b) included an inflation component of 3% 1o
4%. The actuarial value of the City's assets was determined on the basis of a valuation methed
that assumes the fund earns the expected rate of return {8%), and includes an adjusiment to
reflect market value. The City's unfunded actuarial accrued liabilities are amoertized by ¢ level
percent of payroll contributions ever a 30-year period.

Three-Year Trend Information
Annual Percentage

Fiscal Pansion of APC Net Pension
Year-ending Cost (APC) Contibuted Obligation

12-31-05 $83,058 100% -

Schedule of Funding Progress

Actuarial
Actuariol Accrued Unfunded UAAL asa
Actuarial Value of Liabilily (AAL AAL Funded Covered Percentoge of
Voluation Assets - Eniry Age {UAAL) rRatic Payroll Covergd-Payroll
Date (o} () {b-q {a/b) (cl {{b-a)/c)
C1/01/05 1,152,172 2,222,610 1,070,438 52% 1,189,208 0%
12/31/05 * ¢ * . ‘ *

* Informodion not curenily available.

OTHER POST-EMPLOYEE BENEFITS

The City provides post-employment benefits of health insurance 1o eligible employees. The City
funds these benefils on o pay-as-you-go basis as necessary. For the year ended December 31,
2005, there were eight participants. The City's expense was approximately $99.225.
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NOTES TO FINANCIAL STATEMENTS - CONTINUED
NOTE 14: LONG-TERM DEBT

The following is a summary of the City's long-term debt transactions for the year ended
Decemibder 31, 2005:

Amaunt Dye
Beginning Ending wilhin
Balonce Additions Reduclions Bolance Crie Yeor
PRIMARY GOVERNMENT
Governmental Acifivities
Bonds and notes payable:
General obligation debt
2002 Series $ 1075000 % - 3 25000 % 1,050000 % 25000
2004 Series 560,000 - 85,000 475,000 85,000
1.635.000 - 110,000 1.525.000 110,000
Plus premium on bonds payable 5215 - 869 4,344 849
Less deferred amount
on refundings {19.799) - {3.294} {16,505} {3.301)
Tolol bonds ond notes payable 1,620,414 - 107,575 1,512,841 107,568
Cther liabilities;
Compensated absences 33,602 - 1,559 32,043
Total governmenial activilies
long-term liabilities $ 1.654018 % - $ 109134 3 1544884 § 107.568
Buslness Type Activities
Bonds and notes payable:
Revenue bonds
1989 Maring improvement $ 140,000 & - $ 40000 % 120000  § 40000

Long-term liabilities payable at December 31, 2005 is composed of the following individual
issues:

$1,125,000, 2002 Harbor Springs Building Authority General
Obligation bonds due in annual installments of $25,000 to
$75.000 through October 1, 2022; interest at 4.00% to 46.00%. $1,050,000

$560,000, 2004 Harbor Springs General Obligation bonds
due in onnugal installments of $80,000 to $105.000
through Qctober 1, 2010; interest at 3.00% to 3.50%,

net of premivm and deferred amount on refundings. 462,841
Total governmental activilies general obligation debt 1,512,841
Compensated Absences 32,043
Total governmental activities long-term liabilities $1.544,884
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NOTE 14:

NOTE 15:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
LONG-TERM DEBT - CONTINUED
Business-Type Activilies:
$450.000, 1989 Marina Improvement Revenue Bonds due in
annual installments of $40,000 through September 1,
2008; interest af 6.95% to 7.00%. $120.000
The annual debt service requirements to maturity for all general and revenue obligation bonds

outstanding excluding premium and refunding deferrals, as of December 31, 2005, are s
follows:

Year Ending Govammental Activities Business-Type Activities
December 31 Principal Interest Principal Inierest

2006 $ o000 % 67980 % 40,000 % 8,400
2007 130,000 66,430 40,000 5.400
2008 155,600 41,030 40,000 2,800
200% 155,000 54,878 - -
2010 150,000 48,448

2011-2015 300.000 182,215 - -

2014-2020 375.000 45810 - -

2021-2022 150,000 11,530 -

Total $  1.525000 % 500,341 § 120000 % 16,800
COMMITMENTS

Insurance Commitments

The City self-insures its workmen's compensotion and unemployment compensation liabilities
through their participation in workmen's compensation and unemployment compensation self-
iNsUrance groups.

Entittement Commitments

A During 1979 and 1982, the Michigan Public Power Agency [MPPA), of which the City is
a member, acquired an ownership interest in the Consumers Power Company
Campbell No. 3 plant, related transmissicn lines and coal stockpile, and rights to back-
up capacity ond energy supplies from cother Consumer generating units and
resources.

The City's entilement share of the Campbell No. 3 generating capacity is 500 (KW)
which specifies minimum annual payments on o “take-or-pay” basis for the
generction and fransmission copability of the unit, through the year 2012



NOTE 15:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

COMMITMENTS - CONTINUED

Entilement Commitments ~ Confinued

B.

During 2001, the MPPA, of which the City is o member, acquired an ownership interest
in the CT Project No. 1.

The City's entitlement share of the CT Projeci No. 1 generaiing capacity is 1,999(KW)
which specifies minimum annual payments on o “take-or-pay" basis for the
generation and transmission capakility of the unit, through the year 2026.

The City dlso has a take-or-pay contract with the Harbor Springs Area Sewage
Disposal Authority for the construction of a sewer system. The control and ownership
of the sewer facilities rests with the Authority,

The criginal 1989 Bonds were refunded in 2004. The faith and credit of the City has
been pledged to pay its 63.84% share of the $370,000 refunding bonds issued by the
Harbor Springs Area Sewage Disposal Authority through the year 2009.

In March 2002, the City eniered info a contract with the Harbor Springs Arec Sewage
Disposal Authority for the Cify's share of the cost of a new wastewater freatment
facility and the closure of the Authority's existing lagoon and spray imigation system.

The foith and credit of the City has been pledged to pay its 39.28% share of the
$5,664,770 of bonds issued by the Harbor Springs Area Sewage Disposal Authority
through the year 2023.

The entitlements specify minimum annual payments as follows:

Campbell  CT Project H.S.Sewoge  H.S. Sewage
No. 3 (A) No. 1{8.) Authority (C.)  Authority (D.) Total
2006 $ 48916 % 109497 § 51172 $ 140,375 $ 350.140
2007 48,951 109.811 52,947 141,995 353,724
2008 48,939 109,703 51,471 141,578 351,691
2009 39,901 109,732 52,987 141,111 343,731
2010 40,128 109,889 - 140,596 290,613
2011-2015 80,477 548,770 - 706,562 1,335,809
2014-2020 - 548,875 - 704,844 1,233,719
2021-2025 - 548,905 - 423,981 972,886
2024-2029 - 109,750 - - 109,750

Total payments  $ 307,312 § 2305132 % 208,597 % 2,541,042 $ 53462083
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NOTE 16:

NOTE 17:

NOTES TO FINANCIAL STATEMENTS-CONTINUED

CONTINGENCIES

The City is currently testing the West Traverse Landfill, which was formerly operated by the City
in conjunction with the townships of Friendship and West Traverse, as a possible source of
drinking water contamination. However, studies {o date have been inconclusive. Thus, no
provision has een made for any potential liability relaied to the landfill.

RISK MANAGEMENT

The City is exposed to various risks of loss reiated o torts, theft of, damage to and destruction of
assets; errors and omissions; injuries to employees and nofural disasters. The City belongs to the
Michigan Municipal League Liobility and Property Pool, a public entity risk pool currently
operating as @ common risk management and insurance program for various municipalities
throughout the state. The Cily pays an annual premium for its general insurance coverage.
The pool is self-sustaining through member premiums and reinsures through commercial
companies for claims in excess of $500,000 for each insured event, Although the City could be
assessed charges beyond the annual premium. the likelihood of receiving such an assessment
is minimal. Setfled claims have not exceeded coverage in ony of the past three years.
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Beginning budgetary fund balance

Resources (inflows):
Taxes
Licenses and permits
State grants
Administrative fees
Charges for services
Fines and forfeits
Interest
Other
Transfers from other funds

Amounts available for appropriations

Charges to approprlatons {outflows):

General government:
Legiskative
Monager
Elections
Accounting
Assessing
Legal services
Clerk
Finance reqsurer
Cily hali ond grounds

Total generol government

Public sofety:
Polce
Marine patrol
fFire
Plonning

Total public safety

Public works:
Cost of labor - sales
Spring Cledn-up
Leof pickup
Sidewalks
Parking lots

Administration & fringe benefits

Airport activities

Totat pubhc works

CITY OF HARBOR SPRINGS

Budgetary Comparison Schedule

General Fund

For the Year Ended December 31, 2005

Budgeted Amounts

Varionce with

Finol Budget
Criginal Final Actugl Amounts Over/lUnder)
3 1136000 § 1.158800 5 1,260256 % 101,454
1,199,400 1,198,900 1,197,911 {989%)
18,300 146,000 16,981 281
122,400 120,200 141,132 20,232
401,700 406,700 406,550 {150)
148,000 148,900 155,448 6,548
3.200 2.600 2,763 163
30,000 30,000 36,840 6,840
14,500 32,100 36,158 4,058
190,000 190,000 190.000 -
2,127,500 2,144,100 2,183,803 37,703
3,400 2,200 1,690 (510)
110,800 109,400 108,214 {1,186}
5,400 8,100 7.448 1652}
137,500 148,200 142,631 {5,569}
57,000 53,000 46,354 [6,644)
54,000 77,100 75,144 {1.956)
90,800 88,800 87,063 {1,737}
52,600 49,900 45813 {4,087}
127,500 128,500 126,999 [1.501}
63%.000 665,200 641,356 |23,844)
497,400 519,100 504,462 {14,438)
29,300 25,400 22,761 [2,639)
180,100 181,000 157.011 (23,989}
52,700 52,500 52,601 10
759.500 778,000 736,835 [41,165]
1,400 &00 649 69
37.300 34,600 32.506 [2,094)
41,200 51,200 51,444 244
30.200 29,400 31,931 2,531
16,000 17.500 20,789 3,289
170,200 160,500 135,997 {24,503)
5,400 5.300 5.255 [45]
301,700 299,100 278,591 (20,5091

See accomponying notes 1o the basic financial statements. 34



Recreation and cultural:
SK-8 park
Beach
Kiwanis park
Ice nink
Parks and grounds
Deer park
Tree maintenance
Community promofion

Totot recreation and cullural
Cther functions

Transfers [out)

Total charges to appropriations

Ending budgetary fund balance

General Fund
(Continued)

CITY OF HARBOR SPRINGS
Budgetary Comparison Schedvule

Forthe Year Ended December 31, 2005

Budgeted Amounts

Vanance with
Final Budget

Criginal Final Aciual Amounts Over/{Under]
32,000 47,500 48,625 1,125
38,900 37.500 37,462 {38)

5,300 4,700 3,720 {980}
29.600 24,600 25979 1,379
72.500 81,200 77.956 {3,244}

8,000 5,800 886 [4,934)
24,100 4,100 4,512 {1,588)

2,200 10.300 2.107 (1,193

219,600 217,700 208,227 (2,473}
26,700 28,700 31,059 2,359
177,100 177,100 177.100 -
2.123,600 2,165,800 2073168 (92,632}
$  1,139.900 $ 1,139,100 $  1,370.8%1 3 231,791

See accomponying notes to the basic financial statements. 33



CITY OF HARBCR SPRINGS

Budgetary Comparison Schedule

Mgjor Street Fund

For the Year Ended December 31, 2005

Budgeted Amounts

voarance with

finol Budget
Origingl Fingl Actual Amounts  Qver/[Under)
Beginning budgetary fund balance ~$ 112200 3 143400 % 143,566 % (34}
Resources (inflows):
State granfs 152,000 152,000 140,830 {11,170)
Interest 2.000 2.000 2,978 978
Amounis available for appropriations 154,000 154.000 143.808 (10,192}
Charges to appropriations {outflows):
Public works:
Consfruction 79,500 86,800 81,928 (4.872)
Routine maintenance 88.900 73,300 71,820 {1,480}
winter maintenance 34,600 34,500 35,501 (799
Administration 10,000 10,000 10,000 -
Other 19,400 12,500 5,094 {7 .406)
Total charges 1o appropriaions 232,600 219100 204,343 {14,757}
Ending budgetary fund balance $ 33400 % 78,500 $ 83,031 $ 4,531
See nccompanying notes fo the basic financial stalements. 36



Beginning budgetary fund balance

Resources (inflows):

State grants
interest
Other revenue

Transfers from other funds
Amounts available for oppropriations

Charges to appropriations {outlows):

Public works:
Construction

Routine maintenance
Winter maintencnce
Administration

Other

Total charges to approgriations

Ending budgetary fund balance

CITY OF HARBOR SPRINGS

Budgetary Comparison Schedule
Local Street Fund
For the Year Ended December 31, 2005

Budgeted Amounts

Variance with

Finol Budget
COriginal Final Actual Amounis  Over/{Under!)
$ 791,100 § 808000 % 807,947 $ {531
42,100 42,100 50,885 8.785
10,000 10,000 22,193 12,193
100 4,400 4,470 70
150.000 150,000 150,000 -
202,200 206,500 277,548 21,048
103,400 41,000 40,516 {484}
69,700 21.600 77014 {14,486}
24,700 22,500 18,541 {3,959}
10,000 10,000 10,000 -
39,400 23.600 18.276 (5,324}
247,400 188,700 164,447 {24,253)
3 745900 % 825800 % 871,048 45,248

See accompanying notes to the basic financial statements. 37



OTHER SUPPLEMENTAL INFORMATION




Assefs

Cash
Invesiments
Receivables:
Accounts
Accrued interest
fnventory, at cost
Prepoid expenditures

Total assets

Liabllities and Fund Balances

Liabilittes
Accounts payoble
Accrued expenditures
Total liobilities
Fund balances
Reserved for inventory and prepaids
Urreserved

Total fund balances

Total ligbiiities and fund balances

CITY OF HARBOR SPRINGS
Combining Balance Sheet

Nonmajor Governmental Funds
December 31, 2005

Police Historicol Cagital

Reserve Commission Project Totai
$ 6,033 3 40,542 $ 63773 110,348
75,264 - - 75,244
58 237 649 1,044
- 7.551 - 7.551
- 292 - 292
3 81,355 3 48,722 $ 44,422 194,499
3 22 3 2,436 $ 3,344 5,802
- 227 - 227
22 2,663 3,344 6,029
- 7.843 - 7.843
81,333 38,216 61,078 180,627
81,333 46,059 61,078 188,470
3 81,355 b 48,722 $ 44,422 194,499
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Revenues

Charges for services
Interest and investment earnings

Other

Total revenues

Expendliures

Current;

Public Safety
Recreational and culiural
Capital Outlay

Total expenditures

Excess {deficiency) of revenues
over expenditures

Other financing sources (uses)
Operating transters in

Net change in fund balances
Fund balances - beginning of year

Fund balances - end of year

CITY OF HARBOR SPRINGS

Combining Statement of Revenves, Expenditures, and Changes In Fund Balances
Noenmajor Governmental Funds

For the Year Ended December 31, 2005

Police Hislorical Capital
Reserve Commissicn Project Total
$ - $ 2,302 $ - $ 2,302
2,871 990 2,312 6,173
- 89 1,500 1,589
2,871 3.38] 3.812 10,064
2,178 - - 2,178
- 22,016 - 22,016
- - 35,787 35,787
2,178 22,016 35,787 59,981
493 {18,635) {31,975} (49,217}
- 27,100 - 27,100
693 8,465 (31,975) {(22.817)
80,640 37,594 93,033 211,287
$ 81333 5 46,059 $ 61,078 $ 188,470
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CITY OF HARBOR SPRINGS
Combkining Statement of Fiduciary Net Assets
Fiduclary Funds
December 31, 2005

Agency Funds
West Traverse

Township
Tax Water
Fund Fund Total
Assets

Cash $ 80293 $ 2.211 $ 805142

Receivables:
Toxes 1,993,608 - 1,993,608
Water sales - 3,402 3,402
Total assets $ 2,796,539 % 54613 % 2.802,152

Liabilitles

Due to other funds $ 74515 % 1,874 $ 76389
Due to other governmental unifs - 3,739 3.73%
Due to County 613,263 - 613,263
Due te School 1,123,776 - 1,123,776
Due fo State 51,109 - 51,109
Due to ISD 431,873 - 431,873
Due to College 373,306 - 373,306
Due to Medical Care Facility 77,995 - 77,995
Due to Cemetery 24,164 - 24,164
Due to ambulance and EMS 24,012 - 24,012
Other liabiiities 2.526 - 2.526
Total liabilities $ 2,796,539 % 5613 $ 2802152
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